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Abstract 
Nowadays development growing fast among the countries in the world. It brings the effect of competitiveness and 
enhancement social cohesion of our nation, Indonesia. It also needs a system which will support those are. Regional Innovation 
Systems (SIDa) is a system which can support the development especially for regional and its local wisdom. Banyuwangi is one 
of the region in East Java that has numbers of potential things in coastal area. Not only that the wide area of agriculture with its 
agro industry also support the income of Banyuwangi. In order to enhance the effort of SIDa in Banyuwangi, it needs a cluster 
approach. The cluster approach is considered appropriate to create a model of business strategy planning. The parties involved 
(stakeholders) is the perpetrator field of agro industry, government institutions, local governments, research and development 
agencies, educational institutions, innovation support institutions, businesses, and community organizations in the area. From this 
study is expected to produce agro industrial cluster models that can improve scale agro industry and strengthening of SIDa in 
Banyuwangi. 
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1. Introduction 
 
Innovation plays an important role in the era of knowledge-based economy in order to improve competitiveness 
and strengthen social cohesion of the nation. In MP3EI (Master Plan for the Acceleration and Expansion of Indonesian 
Economic Development)1 Indonesia is projected as a developed country and a power of 12 of the world by 2025. To 
meet these targets it is necessary to attempt a breakthrough by strengthening the innovation system in Indonesia as a 
whole, consistent and systematic2. 
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In these circumstances, it is important to do research that will discuss the agro IKM development strategy in 
Banyuwangi. As one of the exact model used in the organization of the agro industry is through the cluster approach. 
In addition to match the shape of IKM that currently exist, the cluster approach is also in line with the implementation 
of the program SIDa in Banyuwangi. 
The magnitude of the potential of Agro-Industry in the city of Banyuwangi, needs to be balanced with the growth 
of institutional and effective treatment concept so as to optimize the Small and Medium Industries3. The formulation 
of the problem to be solved through this research is to get agro industrial clusters form in Banyuwangi. This cluster is 
expected to be able to significantly improve the agro industry and support the implementation of SIDA. 
 
2. Methodology 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1. Research Methods 
 
 
The initial step is done by conducting a study on the structure of the agro industry in Banyuwangi, then do the mapping 
of the study results. In parallel conducted a literature review of relevant scientific study. Among others the industrial 
cluster, systems approach, taxonomic research and SIDa agro cluster. Furthermore, the formulation of the problem 
and goal setting. The goal setting refers to the hexagon SIDa policies established by government. Supporting data 
obtained by observing the development of agro-cluster in East Java. The method used is the FGD with the industry 
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and the cluster approach. In the end, the design obtained agro industrial cluster development strategy with the cluster 
approach. Furthermore, the model produced a recommendation for the development of agro industry in Banyuwangi. 
 
 
3. Result and Discussions 
 
Small and medium industries in Banyuwangi, there were 117 549 business units consisting of agro industrial and non-
agro-industrial field as seen in the table below. 
 
Table 1. Recapitulation IKM Banyuwangi 
NO DISTRICT AGRO (UNIT) NON AGRO (UNIT) TOTAL (UNIT) (%) 
1 Wongsorejo 33 2118 2151 1.83% 
2 Kalipuro 10 3488 3498 2.98% 
3 Licin 15 2048 2063 1.76% 
4 Glagah 31 3860 3891 3.31% 
5 Giri 8 2467 2475 2.11% 
6 Banyuwangi 1 0 1 0.0009% 
7 Songgon 81 3796 3877 3.30% 
8 Singojuruh 0 2866 2866 2.44% 
9 Cluring 55 4004 4059 3.45% 
10 Gambiran 33 3181 3214 2.73% 
11 Genteng  2209 2209 1.88% 
12 Kalibaru 270 2548 2818 2.40% 
13 Purwoharjo 15 4302 4317 3.67% 
14 Kabat 483 4158 4641 3.95% 
15 Tegalsari 117 5481 5598 4.76% 
16 Muncar 188 5554 5742 4.88% 
17 Tegaldimo 3 5652 5655 4.81% 
18 Bangorejo 224 5040 5264 4.48% 
19 Siliragung 383 4510 4893 4.16% 
20 Rogojampi 646 4139 4785 4.07% 
21 Srono 738 8323 9061 7.71% 
22 Sempu 1192 8988 10180 8.66% 
23 Glenmore 1243 11743 12986 11.05% 
24 Pesanggaran 896 10409 11305 9.62% 
 
From the table above, note that the range of the percentage of small and medium Industries in Banyuwangi is located 
at (0% -12%). The number of IKM is highest in Sub Sempu (10 180 units or by 8.66%), District Glenmore (12 986 
units or by 11.05%), and the District of Pesanggaran (11 305 units or by 9.62%). Special IKM agro-industrial field, 
the highest number of IKM are also contained in the District of Sempu, District Glenmore, and District Pesanggaran 
with the following details. 
 
Recap of the table IKM Banyuwangi Agro Industries is known that span the percentage of IKM in the field of Agro 
Industry Banyuwangi is located at (0% -19%). The number of IKM is highest Agro Industry in Sub Sempu (1,192 
units or by 17.88%), District Glenmore (1,243 units or by 18.65%) and the District of Pesanggaran (896 units or by 
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13.44%). 
 
 
Table 2. Recapitulation IKM Banyuwangi Agro Industry 
No. District Agrobusiness 
  Amount (Unit) Amount (%) Explanation 
1 Wongsorejo 33 0.50% rendah 
2 Kalipuro 10 0.15% rendah 
3 Licin 15 0.23% rendah 
4 Glagah 31 0.47% rendah 
5 Giri 8 0.12% rendah 
6 Banyuwangi 1 0.02% rendah 
7 Songgon 81 1.22% rendah 
8 Singojuruh 0 0.00% rendah 
9 Cluring 55 0.83% rendah 
10 Gambiran 33 0.50% rendah 
11 Genteng - 0.00% rendah 
12 Kalibaru 270 4.05% rendah 
13 Tegalsari 117 1.76% rendah 
14 Muncar 188 2.82% rendah 
15 Tegaldimo 3 0.05% rendah 
16 Purwoharjo 15 0.23% rendah 
17 Bangorejo 224 3.36% rendah 
18 Siliragung 383 5.75% rendah 
19 Kabat 483 7.25% sedang 
20 Rogojampi 646 9.69% sedang 
21 Srono 738 11.07% sedang 
22 Sempu 1192 17.88% tinggi 
23 Glenmore 1243 18.65% tinggi 
24 Pesanggaran 896 13.44% tinggi 
 
According to data from the department of agriculture, forestry and plantation Banyuwangi in 2012, there were seven 
crops plantation in Banyuwangi. Among them: 
 
Table 3. Recap Plantation Commodities Banyuwangi 
Commodities Harvested Area (ha) Production (ton) 
Rubber - - 
Coconut 23.974 155.966 
Palm 1.743 12.557,00 
Coffee 5.138 2.558,94 
Pepper 625 86,41 
Cocoa 418 219,95 
Others 2.942,26 3,389,82 
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Fig 2. Distribution of Producing Palm  
 
From the above Table 3 clearly shows that the vast oil commodity with high yields and production is excellent 
potential as an industrial meter. Compared with the coffee that only an area of 5138 ha, palm plantations in 
Banyuwangi is up to 4 times that is 23 974 ha. So that oil has the potential agro-industry is very strong to be developed. 
Most of the oil-producing region is the center of the coastal area as shown on the following map. 
Geographical conditions such as these show that the need for IKM development strategy agro industry in coastal 
areas. Additionally, in an effort to enhancement the industry cluster in Banyuwangi needed the support of various 
stakeholders, and enhancement in various aspects. Modeling amplifier factors of industrial clusters in Banyuwangi 
using Analytical Hierarchy Processes (AHP). AHP is a method for multi-criteria decision making that is displayed in 
a hierarchical structure as well as in the assessment of factors5. On Analysis Hierarchy Process This process is 
performed by the three stages, namely: 
1. Calculate the vector of weights of criteria; 
2. Calculate the value of the matrix of choice; 
3. Rank selection 
 
To build the hierarchy, we have to determine the aspect from the process. Djamhari6 gives factors which will influence 
to the develop of small industries as follows: 
1. Increase value of production of goods 
2. Improve the quality and quantity of labor 
3. Conducting policy development 
4. Develop technological innovation 
5. Increase investment 
6. Increasing exports. 
So, the Fig.3 below is the whole hierarchy which will analyse than. In the analysis performed pairwise comparisons 
Hierarchy Process Based basic scale developed by Saaty as follows. 
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Table 4. Fundamental Scale  
Intensity of Importance Definition Explanation 
1 Equal Importance Two activities contribute equally to the 
objective 
2 Weak or slight  
3 Moderate importance Experience and judgement slightly favour one 
activity over another 
4 Moderate plus  
5 Strong importance Experience and judgement strongly favour one 
activity over another 
6 Strong plus  
7 Very strong or demonstrated importance An activity is favoured very strongly over 
another; its dominance demonstrated in 
practice 
8 Very, very strong  
9 Extreme importance The evidence favouring one activity over 
another is of the highest possible order of 
affirmation 
Reciprocals of above If activity i has one of the above non-zero 
numbers assigned to it when compared 
with activity j, then j has the reciprocal 
value when compared with i 
A reasonable assumption 
1.1-1.9 If the activities are very close May be difficult to assign the best value but 
when compared with other constrating 
activities the size of the small numbers would 
not be too noticeable, yet they can still 
indicate the relative importance of the 
activities 
(Source: Saaty, 2008)5 
 
 
Fig 3. AHP Model Strengthening Agribusiness Industry Cluster District Banyuwangi 
 
Results of pairwise comparisons fit the above scheme shows that the most influential in the Agribusiness Industry 
Cluster Strengthening District. Banyuwangi is a Local Government. The sequence of steps suggested strengthening 
obtained from the sensitivity gradient graphic illustration as follows. 
 
Fig 4. Gradient Reinforcement Sensitivity Graph Agribusiness Industry Cluster District. Banyuwangi 
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The graph shows the sensitivity gradient order of priority development in general, as already mentioned above, based 
on the gradient of the line (slope), the resulting linear. In this graph, the position of the lines indicate the order of 
priority. Line with the position of the top shows the main development priorities, and so on. The graph shows the 
sensitivity of the order of enhancement the cluster is supposed to do, namely: 
1. Conducting policy development 
2. Improve the quality and quantity of labor 
3. Increasing exports 
4. Develop technological innovation 
5. Increase investment 
6. Increase value of production of goods. 
 
Next is a graph of dynamic sensitivity. Dynamic sensitivity graph shows the relationship managers or policy makers 
(left side) with a choice of development (the right side). From this graph the author can determine the relationship of 
policy makers with priority development options generated. Priority development options can be said to be stable if 
the order does not change even if the level of interest of managers or policy makers changed as shown below. 
 
(a) 
 
 
(b) 
 
 
(c) 
Fig 5. (a) Graph Dynamic Sensitivity Normal condition, (b) Graph Dynamic Sensitivity to Changes in 5%,  
(c) Graph Dynamic Sensitivity to Changes 25% 
 
 
4. Conclusions 
 
The conclusion of this study are, as follows: 
1. Location of the oil distribution covers coastal areas include; Subdistrict Kalipuro, Subdistrict Kabat, Subdistrict 
Rogojampi, Subdistrict Muncar, Subdistrict Bangorejo, Subdistrict Pesanggraan. 
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2. The order of SME development strategy Agro Industries are as follows: conducting policy development, 
improving the quality and quantity of labor, increase exports, foster technological innovation, increasing 
investment, increase value of production of goods. 
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